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NO COMMENTS WERE RECEIVED FROM THE DEPARTMENT OF INTERIOR

ON THE ADDITIONAL REORGANIZATION OPTION.




Unlted States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

Honorable James- C. McIntyre, Jr.
Director, Office of Management

- and Budget

The White House: :
Washington, D. C. 20503

Dear Mr. 'McIntyre

Thank you very much for your memorandum of January S5, 1979 which transnutted
the draft decision document on reorganization. This letter supplements my
earlier comments. In summary, I support: :

. Establishment of a Department of Natural Resources (DNR) as
- proposed with the exceptions noted below.

. Consolidation of all water resource functions in the DNR-
Optlon 2).. However, if responsibility for water resources
is to be:split between the Corps and DNR, then operation and
maintenance functions must be placed in the DNR if the DNR
is to effectively manage the Nation's water resources with

some exceptions: related to navigation. I prefer mo
Teorganization to a reorganization plan which places operation
and maintenance authority in the Corps.

. ‘The addition of a minerals component. to- the: DNR.

. Transfer to DNR of the few leasing responsibilities now in
DOE (the draft decision memo needs to be clarified to pemmit
a decision on: this point).

. Amouncement of the reorganization plan in the State of the
Union message and prompt subm1551on to: Congress thereafter.

I have limited my comments to: the draft decision document. I assume that
there will be extensive consultation between us as to how the proposed
DNR will be organized internally.

General Discussion

T believe that we have a unique opportunity to recommend to the Congress. -
a reorganization proposal which will fulfill the President's pledge to '
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Teorganize: t.he Federal Govermment and improve the management of the
Nation's natural resources. The current political climate and public
sentiment Favor a bold, innovative proposal-which will ensure a more
efficient response to meeting the Nation's resource needs.

The present fragmentation of programs and responsibilities ‘among several
Cabinet Departments and agencies leads to waste, inefficient decision-
making, confusion and frustration on the part of the public. The proposed
DNR can provide for clear pollcy direction, effective management and
accountability for the Nation's natural resources.

I am confident that political support and determination exist to succeed.
Members of Congress: whose support is essential are committed. Congressman
Udall told me last week that he is prepared to actively help us. He said
it will be a battle but is attainable. From soundings I have taken, I am-
convinced we can reach accord with Senator Magnuson. The envirormental
commmity will support reorganization. Fish and wildlife and outdoor

-enthusiasts in general can be enlisted. While the majority of the timber

mdustry presently expresses opposition, I believe this is largely a

negotiating posture. At the very least,. the industry can be split on the
question, thereby counteracting present opposition. The oceans commmity
generally believes it has been somewhat ignored in the present government
structure and can: be convinced to support the proposal if it is properly

-packaged. While we have done little yet to solicit the support of State

and local officials, the utilities and financial institutions, I am
confident they can be persuaded of the benefits of. reorgamzatlon if
properly approached.

Managing the Nation's Water Resources

I have one very serious disagreement with the plan as proposed--concerning
water resources. The new DNR must be the effective manager of the Nation's
water resources. Yet, the PRP proposal leaves responsibilities for water
resources divided between the DNR and the: Corps.

The best way to be sure that the DNR effectively manages the Nation's
water resources is to transfer the Corps' civil division to the DNR
(Option 2). The transfer in no way would impair the Army's ability to
meet the: country's defense needs.. In time of emergency all resources
of the Federal Govermment will be- moblllzed no matter where located.
Complete transfer would:

. Maximize cost savings by allowing consolidation of field
offices, minimize time spent on co-ordination, and eliminate
the competition of two water resources agencies for "new
busmess"
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.. Provide for efficient management of projects. Most Federal
water project activities. are multiple-purpose and they often
take~ years to plan, authorize and construct.. Planning, design,.
construction and operation are all related to each other.

- People carrying out each function must work closely with the
others. Separating planning and construction (as proposed in
Option 1) would not provide the necessary framework for ensuring
effective decision-making.

However, if the decision is to split responsibility for water resources.

between the Corps and the DNR it is absolutely essential that the Corps'
role be limited to that of a ''general contractor'" and that respons1b111ty
for operation and maintenance be placed in DNR (with some exceptions
relating to navigation). My reasons are as follows: - _

.. A small group of planners. in DNR will never be able to control
the Corps' bureaucracy which will be substantially enlarged by
the addition of BurRec construction and operatlons and
maintenance personnel. Budgetary control won't help because
budgets initially will be prepared by the Corps, there will .
be little time for DNR review, and the Hill will give the Corps:
what they want anyway. Over time the Corps will re-establish
their own planning staff by one device or another.

.. More important, planmng new water projects is only a small part
of effectively managing the Nation's water resources. The:
operation of projects is:critically important as well:

- Controlling stream flow by releasing water is an O§M:
function. These decisions have tremendous impact on
-fish and wildlife and other values. Decisions must
be made in dry years which weigh competing water needs
of irrigators, mmicipalities, Indians, power customers,
recreational users: and fish and wildlife. The Secretary
of DNR is more able to make these trade-offs than the
Secretary of the Army.

- Selling water and administering water contracts--including
acreage limitation--is an O8M function. Decisions on
-selling water involve many trade-offs between competing
users: (for example, how much water to sell to irrigators
versus using water to maintain water quality in the
California Delta). The DNR is best able to make such
decisions.

Decisions on dredging rivers and harbors involve difficult resource
trade-offs. Impacts on water quality, fishery resources, estuaries,
etc. must be taken into account. The. 404 perm:.ttlng process today
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involves- an elaborate: co-ordination. between the Corps and .
Interior {and others) that delays decisions on permits for long
periods of time and elevates too many decisions to the Secretary,.
Under Secretary level. The process would be streamlined if the.
trade-offs can be made by the resource agency--the DNR.

Any reorganization plan that places operation and maintenance in the Corps.
in my view would be a.major step backward. I would prefer no reorganization
than a: plan which accomplished that result.. j

If the entire civil works division of the Corps is not transferred to

“DNR (Option: 2) then the Corps' role should be limited to that of a

general contractor for DNR (and others) performing design and construction,
selected maintenance and major replacement work w1th funding and supervision
by DNR.

All operations and maintenance and’ permitting\ functions (including
sections 10 and 404) should be performed by DNR, except for operation and
maintenance of inland navigation projects, harbors and navigational locks
and dams. which could be done by the Corps or DOT. (Language changes to
give the President this option are included as Attachment 1).

- Science and Minerals

I again urge you to use this reorganization to establish in the DNR strong
capabilities. in-both the physical sciences and non-fuel minerals research
and policy. This can be accomodated by recognizing one organizational
entity with a strong minerals and science function. I suggest that the
following language be substituted for the second bullet on page S to
emphasize better this need: :

%1cal Survey and Bureau of Mines (Interior), and Soil and
Urveys (Agpculture) 3 Most of the resource agencies
gather Information and do research which are closely related
and can be duplicative. Research and policy information is
often presented in different formats which are difficult for use
by States and other Federal agencies. Minerals data. gathering
and policy analysis currently is fragmented and ad hoc. These
programs: can be more useful by locatlng them in a strong science
and minerals component of DNR.

Leasing Minerals

As. pointed out in comments on the last draft, we should use this reorgamzatlon
to consolidate all responsibilities for the public's mineral resources in DNR
and. to- correct the problem now developing in Federal leasing programs. The
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Department of Energy has some limited leasmg respo::slblhtles whlch has
led to: ﬁ

. Interagency competition and duplication

. Delays and confusion in serving the public

. Elevation of conflicts: to=- the Secretarial level..

This is a clear-cut case:of fragmentatlon, which: is both highly visible and

poorly regarded by the public, which is appropriately correctable in this
reorganization. This can be handled w1th minimal additions to your present
text (see Attachment 2)..

In conclusmn, I thank you for this oppormmty to comment on the draft
decision memorandum. If the President approves the plan, I look forward
to. working with you and your staff to: carry it out.

Smcerely,




Attachment 1.

=
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Add a paragraph on page 6 explalmng a fourth optlon as
follows:

"A' fourth option is to make DNR. the Federal water resources
management agency and the Corps the Government's general construction
contractor. DNR would perform policy,. budget, planning, operation and.
maintenance functions (including sections 10 and 404 permitting
functions), except operation and maintenance of inland navigation
projects, harbors, and navigational locks and dams which would be
accomplished by the Corps. The Corps would perform detailed design,
construction and major replacement functions with funding and general
supervision from DNR. This. option clearly places in DNR responsibility

for water resources management and the authority to discharge that
respon51b111ty " '

Add an Option 4 under Decision 2 on page 11 as follows:

%tion‘ 4. Make DNR the water resource manager to-plan, budget,

elop policy, operate and maintain water development projects
(including pernuttmg functions); make the Corps a construction

agent with operation and maintenance respon51b111t1es limited to
certain nav1gat10n projects.



Attachment 2

| %Mes- for ‘Léasi_ng_‘

On page 4, after the first sentence under B., add the
following .sentence: "It would also return to their
original Interior locations those leasing responsibilities
transferred to the Department of Energy under the DOE
Orgamzatlon Act of 1977."

- On page 11, rewrite decision (1) as follows:

(1) Should a Department of Natural Resources be created
including all of Interior, the Forest Service, NOAA,.
the Soil and Snow Surveys of the Soil Conservation
Service, and the leasing functions transferred to DOE..

____ Yes, include all rgcomnended programs

Yés, But do not inclﬁde Forest Service-

Yes, but do not include NOAA

Yes, but do not: in_clude-f DOE leasing ftmctiohs-.

}b=., .



United States Department of the Interior

OFFICE OF THE. SECRETARY
WASHINGTON, D.C.. 20240 .

January 3, 1979 . '

Honorable' James. C. McIntyre, Jr..
Director, Office of Management
The White House: S
Washington, DC 20503 -

Dear Mr. MclIntyre: -

Thank you for your December 27 memorandum on reorganization. I cannot
emphasize strongly enough the historical opportunity we have to move
forward with an effective reorganization of natural resources which will
provide more efficient service to the tax-paying public and concurrently
fulfill the President's pledge to reorganize the Federal Government.
Nor can I emphasize strongly enough the need for a swift decision by
you and a timely presentation to Congress. Given the current political
climate and public expressions of support for the President's goal of a
more efficient, compassionate Federal Govermment truly responsive to the
people's needs, the time is now to meet that need in the natural resources

I am confident that political support and detemmination exist to succeed.
Members: of Congress whose support is essential are committed. The envi-
ronmental commnity will support reorganization. Fish and wildlife and
outdoor enthusiasts in general can be enlisted. While the majority of
the- timber industry presently expresses opposition, I believe this is
largely a negotiating posture. At the very least, the industry can be
split on the question, thereby counteracting present opposition. The
fishing industry generally believes it has been somewhat ignored in the
present govermment structure and can be convinced to support the proposal
if it is properly packaged. While we have done little yet to solicit the .
support of State and local officials, the utilities and financial institu-
tions, I am:confident they can be persuaded of the benefits of reorganiza-
tion if properly approached.

I wholeheartedly support: the thrust of your staff's recaommendation for
the creation of a Department of Natural Resources. My comments relate
principally to issues that were not fully developed in the memorandum:
or about which we: are uncertain as to the proposed treatment.
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- A major goal of reorganization should be to make DNR the effective manager -
of the Nation's water resources. .To reach this goal all planning, budgeting,.
design, construction, operation, maintenance, and replacement of water
facilities presently carried out by the Corps of Engineers, the Soil
Conservation Service, and the Bureau of Reclamation should be consolidated
in DNR. With complete control of water projects from start to finish, DNR
would be the accountable arm of the Federal Govermment for water policy
management and could prevent delays, inefficiency, waste, and duplication
inherent in the present system, and the: public would better understand the-
system.. DNR. could resolve- internally the inevitable trade-offs which:

arise from conflicting claims to. finite water resources. DNR's engineers
and staff would be available to the military during times of emergency.

The transfer of the Corps' civil functions to DNR should not adversely
affect the military responsibilities of the Corps.

However, if it is determined that the best course—total consolidation in
INR—is not feasible, the only other realistic alternmative is to transfer

all policy, planning, budgeting, and most operation, maintenance, and con-
struction oversight responsibility for water resource projects: (relating _
to reservoirs and water management) to DNR.. DNR would perform all operation
and maintenance, including permitting functions (section 10 and section 404),
except for: inland navigation projects, harbors, and navigational locks

and dams. The Corps would act, in effect, as the general contractor for

INR. in- performing design and construction, certain operations and maintenance,
and all major replacement functions with funding and supervision from DNR.

It is crucial to effective water resource management to have control of the
facility, and therefore the stream flow, in the department charged with
implementing national water policy. Operating decisions often must be made
quickly in the field. These decisions are best made by people familiar
with: the competing demands for the water (irrigation, consumption, power
generation, recreation, fish and wildlife needs, etc.) and sensitive to
trade-offs that mist be made. The department which plans the facilities
and contracts for the water use should be the same one which decides how
to allocate the resource in times of shortage or other unusual circumstances.
Without effective control of the project from planning through commencement
of operation—a period sometimes: lasting over 20 years—the ability to
implement. water policy will be seriously jeopardized.

Your staff has recommended a science camponent as an organizing principle-
around which certain DNR functions would be grouped. I recommend that

this component be renamed. to-include the word "mineral’ in the title.

Your staff proposal has no minerals focus and I believe it is important

to. the Nation and DNR to have such a focus. National minerals supply and. -
demand and problems associated with minerals extraction are important
national concerns and will become increasingly important in the future. _
Moreover, the science component does not provide an organizatlonal home |
for the Office of Surface Mining which would fit well in a minerals T

component.
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My suggestion goes more to the identity and mission of the proposed science:
component and less to the functions: that would be included within it. The :
basic parts of a minerals component would be most parts of the U.S. Geological
Survey, Bureau of Mines, Office of Surface Mining, and Office of Minerals
Policy and Research Analysis. Fish and Wildlife Service ecological research
would go with the wildlife function; NOAA geodesy and mapping programs

could stay with NOAA or be placed with the minerals functions; and the

Office- of Water Research and Technology could go to- the water resources
-compenent.

The organizational principle of combining operations and policy functions
with related: science and technology functions is basic to INR as evidenced
by the proposed structure for NOAA, Forestry/Land Management, and Recreation/
Wildlife. In addition, the proposed science component essentially covers
only geologic and minerals sciences and improperly separates science from:
operating responsibility.

As we have discussed with your staff, the transfer of certain leasing
responsibilities last year from the Department of the Interior to the
Department of Energy has created time consuming and difficult coordination
problems. without any offsetting benefits. No one that I am aware of-—
including the two departments, the industry and other interested groups--is.
happy with the current split. The natural resources reorganization plan
presents. an opportunity to correct. the problem.

Attached as Exhibit A are some specific suggestions regarding your memo—
randum's Exhibits- I and II (between pages 2 and 3) to update the Department
of the Interior program descriptions.

The proposal to establish a Department of Food and Agriculture carries with
it the following suggestion on page 24: ‘'Transfer to DFA the Fish and
Wildlife Service's Division of Fisheries Research in Interior; this would -
increase: DFA's. ability to develop and pramote freshwater fish production

and marketing.' This proposal overlooks the fact that most of the research
- done by the Fish and Wildlife Service in the area of fisheries is in connec-
tion with sport fishing. It is implicit in the suggested transfer that
fisheries research in the freshwater area is somehow better devoted to

fish production and marketing that it is to sport fishing. This assumption
is incorrect. Commercial utilization of freshwater fish is limited and
does not campare econamically to the benefits of freshwater angling.

The 1975 National Survey of Hunting, Fishing and Wildlife Associated Recreation.
(USDI, Fish and Wildlife Service, 1977) demonstrates that approximately

58 million sport. anglers spent approximately $10 billion annually. Removing-
a fisheries research capability from DOI and the Fish and Wildlife Service
would deny this much needed support to.a major recreational activity having
strong economic impacts throughout the country.

R



I support your recommendation against transferring various fisheries and
aquaculture programs from NOAA to a reorganized: Commerce Department
(page 24). I believe it is extremely important to maintain NOAA
basically in its. present form.

There is a reference in the memorandum (pages 26-28) to a possible reorg-
anization of the Department of Commerce including the- transfer of certain
functions: of the Bureau of Mines. Earlier in this letter I described my
thinking with respect to a minerals focus in the Department of Natural
Resources. I believe it is: very important to have mineral expertise in:
DNR as part of the land management decision-making process. If the
minerals component of the DNR is fragmented so that part of its functions
are transferred to the Department of Commerce, the one-stop shopping and
efficiency goals of the DNR reorganization would be affected accordingly.

I understand that I will have an opportunity to review a draft of the
Presidential decision memorandum before it goes to the President so that
I may send my final comments to him after reviewing your recommendation.:

Sincerely yours,

Attachment




" EXHIBIT A

Natural Resources Programs
Suggested Changes. (Exhibit I)

Bureau of Land Management.

Clients: Add timber industry.

Mission: Add "“including forest resources" after "landsn“v

Bureau .0f Reclamation..
Clients: Add municipal and industrial water users.
 Mission: Drop ranchers after hydropower, add and

muncipal and industrial water users.

Geological Survey.

Clients: Drop recreation.
Mission: Add manages minerals and OCS leases.

Clients: Add recreationists, historic preservationists.

Office of SurfaCE‘Mining;

Mission: Addﬁand'reclamétioniof"abandonedImine'lands.

Office of Water Research and Technology.

Clients: Add water resource planners.




Natural Resources Activities

Suggested Changes (Exhibit II)

Water Resources

Interior: Add:

Corps of Engineers:

Maintains National Water Data
Exchange, conducts-hydrologic re-
search and data gathering on water

quality, gquantity.
Conducts research on water resource
planning problems and water desalting

and reuse.

Supplies municipal and industrial

water.

Maps and assesses river and wetlands

- systems and related ecological values.

Add hydropower.

Oceans

Interior: Deleté:

"baseline”"and substitute "impact"
{baseline studies terminated in 1978).

Conducts research on marine minerals.

Conducts marine mammal progtams.



IR E«alal

NS

o/




NO COMMENTS WERE RECEIVED FROM THE ATTORNEY GENERAL ON

THE ADDITIONAL REORGANIZATION OPTION..
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NO COMMENTS WERE RECEIVED FROM THE ATTORNEY GENERAL
ON. THE DRAFT DECISION MEMORANDUM
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Offire of tlp» Attarnep @pnm%f CE

Washington, B. ¢. 20530 53

SORTRK
January 2, 1979

‘ Rl
‘ 3A "‘th »"' ’ Q-Lbo

MEMORANDUM FOR:  James T. McIntyre, Jr.
: Director
Office of Management & Budget

FROM: J. Phillip Jordan, /. m7& prgé‘
Special Assistant to
the Attorney General

The attached memorandum, with attachment, was re-
‘ceived in the Attorney General's office on December 28,
1978. At that time the Attorney General was out of town
and would not return to the office until January 2, 1979.
In his absence I referred portions of the attachment to
those parts of the Department of Justice that appeared to
have some possible expertise in the areas discussed. I
attach a memorandum from the Assistant Attorney General
for the Land. and Natural Resources Division, discussing
thewproposed.reorganization»that»wouldicreateaa Department
of Natural Resources. At this point the Department of Jus-
tice has no further comment on the attachment to your memo-
randum.



UNITED STATES: GOVERNMENT

Décember. 29, 1978 : | memorandu Y
James W. Moorman : “‘
Assistant Attorney General.

Land and Natural Resources: Division

Reoxrganization information memorandum

Mr. J. Phillip Jordan
Special Assistant to
the Attorney General

I have four comments on the proposed reorganization:
- that. would create a: Department of Natural Resources.

1. The idea is basically a good idea.

2. The reorganization proposes inter alia that
the Forest Service be transferred from the Department of
- Agriculture to the new Department of Natural Resources.
That is a good move. It is also proposed that the Forest
Service would eventually absorb Interior's Bureau of Land
Management. (See p. 5) The Bureau of Land Management
manages many hundreds of thousands of acres of grazing
‘lands, desert lands, left over Alaskan lands and what have:
you.. It is organized along state lines and is very political..
‘The Forest Service, on the other hand, is a very e f1c1ent,
professional outfit. I predict that a merger of the Forest
Service and BLM will result in the downfall of the Forest
Service because the political pressures from western mining
and grazing interests is so strong that the merged agency
will not be allowed to function as the Forest Service does.

3. As I understand the reorganization (page 5)
the Corps: of Army Engineers' planning function (as well as
Agriculture's Soil Conservation Service's planning function)
“would be transferred to the new Department of Natural
Resources. The design and construction functions of
Interior's Bureau of Reclamation (as well as Soil Conserva-
tion Service's) would be transferred to the Corps!

Id

Buy U.S, Savings Bonds. Regularly on the Payroll Savings Plan ... ouar rorm no. 10
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At the bottom pf page 5 the memorandum states
"Separating project planning from construction would
remove the incentive to generate plans to support a
construction program."™ Anyone who would believe this
would believe anything. Furthermore it is obvious that
the new: Department of Natural Resources will be totally
unable to control any program if design and construction
remains with the -Corps. The relationship between the
Public Works. Committees and the Corps of Engineers is
'such that this split will lead to rivalry and confusion..

4. The report nowhere addressed the obvious:
confllct created by including the Bureau of Indian Affairs
within the Department of Natural Resources. It would seem
to me that serious consideration should be given to
removing the Bureau of Indian Affairs from the Department
of Natural Resources.






U.S. DEPARTMENT OF LABOR
OFFICE OF THE SECRETARY
WASHINGTON

January 12, 1979

MEMORANDUM FOR JAMES T. McINTYRE, JR.
Director, OMB

FROM: RAY MARSHALL ¥ ')

SUBJECT: Additional Reorganization Option

After reviewing this option I would like to reiterate
my support for the Department of Development Assistance
as originally proposed. Splitting public and private
sector development programs would be counterproductive

assuming your goal was to concentrate, coordinate and
streamline development programs. It would be an

artificial dichotomy and make a difficult job almost

impossible.

I have no objection to strengthening the economic
analysis and trade functions of Commerce.



THE LABOR DEPARTMENT HAD NO COMMENTS ON THE
DRAFT DECISION MEMORANDUM, BEYOND THOSE MADE
'ON THE. INFORMATION MEMORANDUM.




U.S. DEPARTMENT OF LABOR S
OFFICE OF THE SECRETARY
' WASHINGTON:

January 5, 1979

MEMORANDUM: FOR® JAMES T. McINTYRE, JR.

FROM:

SUBJECT:

Director, OMB

RAY MARSHALL, Secretary ofm’
Labor

1979 Reorganization Agenda

- Before commenting specifically on your 1979 reorgan-
ization proposals, I would like to make some general
observations on the merit of structural change in

the Federal government and the politics of reorganiza-

tion.

Merit of Structural Change

I believe that structural reorganization
alone will not necessarily improve
government. services and increase efficiency.
Changes in the process. such as civil service
reform and correction of program deficiencies
through authorizing legislation are likely to
be more effective. However, structural change
can be a useful tool if there are clear
structural impediments to program effective-~
ness, and if the evidence suggests: that a
change: in structure will improve service

delivery.

. To make accurate judgements about the

desirability of structural change you need
to be a program client, an intermediary in
service delivery, or an administrator of
the: programs. Since I have not analyzed a
reorganization from these perspectives in
the areas of natural resources, development
assistance, or agriculture, I face a handi-
cap in determining if programmatic improve-
ment will occur because of these reorganiza- .
tions. A reorganization not only changes
structure but it may affect the program's
purpose, visibility, existing linkages with
other programs and its relationship to the
Congress and its constituents. These



alterations may not result in a better
program.

The other major prerequisite of reorgan-
ization is that it be based on a well
thought out conceptural framework of the
new:department's-mission. An organization
is only a mechanism in getting things done.
It can only be judged as a good one if you
know in this case what you mean by develop-
ment and natural resource management.

For example, different views about the
process of development and how government
could affect it would dictate different
structures.

As a final comment, I am convinced that we
have: a pressing need to reorganize the
structure for making economic policy. The-
current structure does not work well and
provides for no way to integrate macro-

and micro economics. At a minimum, we need
to find a way to accomplish sector by
sector analysis of our economy and bring
this analysis to bear on our other economic
‘and- social policies. I hope we can address
this issue soon.. It is the most urgent
problem..

®  Politics of Reorganization

The President's strong early commitment to
structural change in the Federal government
requires additional reorganization. I

- believe that by 1980 he should be able to at
least have made a credible effort to change
the structure of government. However, it
is equally as important that he also be
successful in getting Congressional approval
of these proposals. The publlc perception

effort may well be more important than

the number of proposals or the scale of
reorganization. Consequently, the timing of
submission to the Congress and the effort
devoted to each is critical.

of the President winning in his reorganlzation h
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Natural Resources

The case for. a Department of Natural
Resources is the most compelling. It
will also be the most difficult
politically. I believe that this should
be the priority proposal for the first
session of the Congress and beyond if
necessary.

Department of Development Assistance

On the surface, this proposal is appealing.
As I have mentioned, I believe the most
significant limitation is that the proposal

does not appear to be based on any particular

concept or view of the development process
and the proper public sector role. Without

.such a framework, I find it difficult to

determine if your staff has proposed. the

‘proper structure.

On two specific issues, I have a strong
favorable response. First, it will be
easier for the Labor Department to build
Iinkages between: our employment and train-
ing: programs. and: development programs if
the development programs-are\in a single
agency. This relation is. essential and I
believe it is a strong argument for con-
solidation. Secondly, I believe linking
urban and rural development is necessary.
Since urban problems often have their origin
in: rural places, you must develop much
better program relations..






DEPARTMENT OF STATE

. AGENCY FOR INTERNATIONAL DEVELOPMENT
’ WASHINGTON

JAN 12 1979

THE ADMINISTRATOR

The Honorable James T. McIntyre, Jr.
Director

Office of Management and Budget
Washington, D. C. 20503

Dear Jim:

This is in response to your January 11, 1979, memorandum
in which you asked for comments on the reorganization
options relating to the creation of a Department of
Development Assistance and a Department of Trade and
Business Development. My comments relate to the inclusion
of the Overseas Private Investment Corporation in the
proposed Department of Trade and Business Development.

The rationale for including OPIC in the proposed new
Department is that it "would help to weld together positive
groups of export supporting activities that can foster
meaningful improvement in the U.S. competitive position
abroad and result in increased domestic employment and
greater exports by both small and large businesses." I
believe that this rationale misinterprets the purpose of
OPIC and that inclusion of OPIC in the proposed new Depart-
ment would be directly contrary to recently expressed
Congressional concerns regarding the direction of OPIC
programs.

As you know, OPIC was created as a separate agency in 1969 .
to enhance the economic and social development of less-
developed countries. Thus, section 231 of the Foreign
Assistance Act, the basic authorization for OPIC, states
that its purpose is to "mobilize and facilitate the parti-
cipation of United States private capital and skills in the
economic and social development of less-developed, friendly
countries and areas, thereby complementing the development
assistance objectives of the United States." (emphasis added).
The 1969 House Foreign Affairs Committee Report on OPIC ’
operations expressly stated that "the Corporation's activities
will complement the development assistance objectives pursued
through the AID program and other developmental programs in
~which the United States participates." To stress OPIC's
‘ development and foreign policy objectives, Congress provided




that the Administrator of AID would be the statutory
Chairman of the OPIC Board of Directors and that OPIC
would operate under the policy guidance of the Secretary
of State.

I believe that inclusion of OPIC in a new Department of
Trade and Business Development, for the purposes described
in your January 11, 1979, memorandum, will inevitably be
perceived by the Congress as an attempt to change the
basic purpose of OPIC.

The fact that Congress is still concerned with the role

of OPIC as a development agency is emphasized by the amend-
ments to the OPIC authorization added to the Foreign
Assistance Act by the 95th Congress. Pursuant to these
amendments, OPIC is now required to allocate up to 50
percent of its annual net income to assist and facilitate
the development of projects which will broaden the parti-
cipation of United States small business, cooperatives,
and other small United States investors in the development
of small private enterprise in less-developed, friendly
countries or areas. In addition, the Congress has asked
the President to report not later than September 30, 1980,
on the extent to which OPIC programs complement or are
compatible with the development assistance programs of the
United States.

In view of OPIC's statutory purpose to enhance the develop-
ment efforts of the United States in less-developed,

friendly countries, and the recent Congressional concern

with the development aspects of OPIC programs as reflected

in the 1978 amendments to the Foreign Assistance Act, I
recommend that OPIC not be considered for inclusion in

the proposed new Department of Trade and Business Development.

Sincerely yours,

nistNator aMd Chairman
of ‘the Board of Directors
of the Overseas Private
Investment Corporation



*

DEPARTMENT OF STATE

Washingtor, 0.C. 20520

January 12, 1979

MEMORANDUM

TO: Mr. James T. McIntyre, Director, Office
of Management and Budget
FROM: M - Ben H. Read %‘A@—

SUBJECT: Additional Reorganization Option for
Development Assistance

, Your memorandum of January 1l transmits a new
"Option 3," which I take to be an addition to that
section in your draft of January 5 headed "II.
Development Assistance."

As part of this option, your memo proposes
creation of a department of trade and business
development which would incorporate the Overseas
Private Investment Corporation (OPIC) and the Export-
Import Bank (EXIMBANK). The Department of State
would oppose the inclusion of either of these two
agencies in any Department of Trade. In neither
event are the advantages to be gained evident.

Some of the disadvantages we perceive are spelled
out below.

OPIC

-- This administration is committed to sharpening
the development focus of OPIC. Making OPIC part of
an agency whose purpose is to assist private sector
business would reinforce the view of OPIC's opponents.
that its major purpose is to subsidize U.S. businessmen.

-- OPIC operations are governed by the Foreign
Assistance Act. Assigning OPIC to a new government
department would require another Congressional review
of OPIC activities, closely following OPIC's recent
and nearly unsuccessful struggle to have its authority
renewed through 1981. Subjecting OPIC to another
Congressional review could jeopardize its existence.
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-- OPIC's positive image with the business
community is largely due to its corporate structure
and independent board of directors. This image would
suffer were OPIC to be identified as part of a larger
government bureaucracy.

-- The need for a high degree of foreign policy
sensitivity in OPIC argues against its inclusion in
any agency with a domestic focus.

-~ To improve the US government's ability to
coordinate better all forms of USG development assistance,
we have supported OPIC's inclusion in the proposed
International Development Cooperation Administration.

We continue to regard this as a ‘more appropriate
locus for OPIC than as part of a new Department of
Trade.

EXIMBANK

-— Blurring EXIMBANK's presently clear image as
an independent agency focused exclusively on the
facilitation and expansion of U.S. exports would
suffer under the proposed incorporation into a Depart-

. ment of Trade. This would send a negative signal to
U.S. businessmen (and our trade competitors) regarding
"the seriousness of the USG's intention to expand
exports.

-- As an independent agency, EXIMBANK maintains
close communication and an excellent cooperative
relationship with other agencies whose interests
overlap, a group which includes Treasury, DOE, and
State, as well as Commerce. Submrersion of EXIMBANK
within a Department of Trade will make continuation
of this cooperative relationship more difficult, both
in regard to economic policy formulation and in
regard to matters involving sensitive foreign policy
concerns. '



THE STATE DEPARTMENT HAD NO COMMENTS ON THE
DRAFT DECISION MEMORANDUM, BEYOND COMMENTS
MADE ON- THE. INFORMATION MEMORANDUM




UNDER SECRETARY OF STATE
FOR MANAGEMENT
WASHINGTON:

January 3, 1972

MEMORANDUM:
TO: Mr.. James T. McIntyre, Jr. -fDirectot, OMB
FROM:. M - Ben H. Read(}JOJ&’~

SUBJECT: Reorganization 1979

Your' recent information memorandum describes
options under consideration for the: reorganization
agenda in 1979, including the possible reorganization
of the Department of Commerce. While I understand
that initial review of these options is still underway,
I am concerned that you be aware as early as possible
of Secretary Vance's firm opposition to one option
presented in your memorandum: the transfer of the
commercial attache function from the Department of
State to the Department of Commerce.

. The context in which that option is presented
suggests fundamental misunderstanding of the role of
commercial officers within the Foreign Service and
of the manner in which they carry out the commercial
function. Foremost among the evident misconceptions.

'is the notion that services performed by commercial

attaches duplicate or compete with services offered
by the Department of Commerce or other domestic
agencies. Because the Foreign Service's role in
providing business services abroad is unique, transfer

of this function to: Commerce would effect no savings.

Moreover, commercial attaches do not constitute
a separate business service system, but rather are
an. integrated part of the economic/commercial function
within the Department of State. The same function
performed by commercial attaches in larger missions
is also performed by general duty Foreign Service
officers at smaller posts. Transfer of the commercial
attaches would lead to a serious fragmentation of
our trade promotion effort abroad, and a corresponding
lack of effectiveness.

Loss of effectiveness would result also from the.
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increased isolation of the commercial function
from the substantive resources of our missions
abroad. Trade is often so closely linked to
political and macroeconomic considerations that an
effectively coordinated, mission-wide effort must
be the key element in export promotion.

The effectiveness of individual commercial
personnel would also suffer were the attaches
extracted from the Foreign Service system. The
availability of a pool of experienced economic/
commercial officers, broadly trained in the skills
necessary to operate effectively in any given
overseas. environment, is one of the strongest
arguments for retention of this function in the
Department of State.

Decreased effectiveness would be complemented
by increased costs. The fragmentation and duplica-
tion of our trade promotion efforts abroad would

‘necessitate additional funding and personnel.

Additional personnel stationed overseas would also
require substantial increases in MODE' levels,
contravening the President's directive that the

level of U.S. government personnel abroad be
reduced.

In: the face of these costs, the gains from a
transfer of the commercial function appear minimal.
There exist now planning mechanisms in the export-
services area, e.g. the Country Commercial programs,
which ensure full coordination with thé domestic
programs. of the Department of Commerce. This tie
will become progressively tighter as we and the
DOC move together to implement the Worldwide
Information Transmittal System (WITS), which will
prov1de direct links via computer between U.S..

" missions: abroad, the DOC, and DOC domestic field

offices.

Given the balance of cost and benefit involved,

I hope you will be prepared to respond to this expression

of concern by deleting now the proposed. transfer of
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éommercialuattaches from those options presented for
final consideration.

More generally, the overall approach taken in
Section IV would appear to warrant a careful review. -

Sectoral analysis is only useful insofar as it
provides a basis for government policy. Such analysis.
is: done for a number of purposes. The monitoring of

wages- and prices is, we hope, only a temporary function.

Under the leadership of the Special Representative
for Trade Negotiations, extensive sectoral analysis was
assembled to support our negotiators in the Multi-

“lateral Trade Negotiations. The International Trade

Commission has a mandate to provide an independent
assessment of the effect of imports on domestic
industry. Performance in this area can no doubt be im- .
proved, for example, in the area of assessing the impact
of government regulation on specific sectors. However,
sectoral analysis designed to serve multiple purposes
should be kept independent of any one policy-making
function.

The: Special Representative for Trade Negotiations,
in exercise of its. Congressional mandate contained in
the Trade Act of 1964, provides leadership in trade
Eollcg through the Trade Policy Committee and its.
subsidiary committees. Many agencies participate in
the formulation of trade policy, reflecting the multi-
plicity of divergent interests which must be reconciled.
There is no_analysis in the memorandum which leads to
a conclusion that the necessary policy coordination can

- better be performed by Commerce rather than by STR. We

believe that the concept providing for establishment of
the STR in 1964 remains valid and has proved effective
in practice.

The memorandum somewhat ingenuously cites as an
example of policy inconsistency that STR was negotiating
orderly marketing agreements on color televisions with.
Japan at the same time Treasury was pursuing an anti-
dumping investigation. An orderly marketing agreement
is a remedy in cases of injury to a domestic industry
due to foreign competition, without reference to whether
that competition is fair or not. Treasury, along with
State and other interested agencies, participates fully

in any decision to negotiate orderly marketing agreements.

Dumping duties are assessed in response to a specific.
trading practice deemed to be unfair. 1In those cases
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where injury to a: domestic industry is found to occur,
the assessment of such duties is mandatory. 1If these
two. actions. are inconsistent, then our trade legislation
rather than our tradepolicy machinery is at fault.

Treasury's: efforts with respect to steel imports
were designed to: protect the U.S. steel industry from-
unfair trading practices. Export-Import Bank financing
of steel mill equipment exports is not necessarily in-
consistent. The operative question seems to us to have
been. whether a foreign steel mill would be constructed
with U.S. equipment or foreign equipment. The decision
on Export-Import Bank financing did not affect the level
of U.S. steel exports.

In the absence of more compelling evidence of the
inadequacies of existing trade policy machinery, we are
not convinced that reorganization of the Department of
Commerce: to- include the current functions of STR or
Export-Import. Bank would provide improved trade policy
leadership. Furthermore, we are concerned that such a
move would disturb the necessary balance between domestic

- and foreign policy considerations in trade policy

formulation. Finally, the examples given of Federal
agencies working at cross purposes do not establish a
case of failure in leadership or in policy coordination.

We urge that any decision memorandum on these
issues clearly identify, as well as document in a
compelling fashion, the problems which Commerce re-
organization would address. The memorandum should also-
clearly indicate the contributions which reorganization
would make resolving these problems.

EB:JKatz:tmd
M/MO:FPWardlaw: tmd
1/3/79
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" THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

‘January 16, 1979

MEMORANDUM FOR THE HONORABLE JAMES T. MCINTYRE .~
DIRECTOR, OFFICE OF MANAGEMENT & BUDGET

Subject: Further Comment on Addltlonal Reorganlzatlon
Option : ,

In addition to the points made in my memorandum of
" January 12, I would like to record Treasury opposition
to the 1ncorporat10n of OPIC into any new "Department

of Trade and Bu51ness Development"”. oo

OPIC is a useful program for simultaneously -
promoting development in poor countries and opportunities
for U.S. business there. However, it has been a source
of major congressional battles ~- the most recent of
which, just a year ago, explicitly conditioned OPIC's
continuation on its focusing primarily on its develop—
mental mandate. : :

Any effort to move the Corporation into Commerce ~
as part of an "export promotion operation” would thus
fly directly in the face of existing legislation, and
probably jeopardize the whole future of the insti- -
tution. Substituting the Secretary of the new .=
. department for the AID Administrator as Chairman of

the OPIC Board would further 1nten51fy the likelihood
of this reaction. . _ o

Treasury therefore would oppose sh1ft1ng OPIC 1nto

- any, such new agency. , i} _
Ro;Lrt'Carswell



THE DEPUTY SECRETARY OF THE TREASURY
WASHINGTON, D.C. 20220

January 12, 1979

MEMORANDUM FOR THE HONORABLE JAMES T. MC’INTYRE, JR.
DIRECTOR, OFFICE OF MANAGEMENT AND BUDGET

Subject: Additional Reorganization Option

We have the following comments on Option 3 1ncluded in
yours of January 11, 1979.

Economic Development

As a result of our experience in the National Develop-
ment Bank project, we generally agree with the need for
consolidation and rationalization of the domestic economic
development programs in the U.S. Government. Option 3
appears to rationalize some of the programs but introduces

. a dichotomy between programs aimed at the public sector
and those targeted at the private sector. 1In reality many
development projects require an integrated private-public
program. That was a major rationale for the National
Development Bank as originally proposed, and we would
suggest that Option 3 does not adequately address that
issue. 7Under Option 3 the National Development Bank be-
comes programmatically indistinguishable from EDA, and its
programs should be integrated with that agency, rather than
creating a new entity.

Trade

On the international side, we have real reservations
about the creation of a Department of Trade and Business
Development. 1In our view, it makes sense to create a
Department of Trade only if it comes as part of new trade
policy of export promotion. Without such a policy, the
new Department would have no new mission to perform. We
guestion whether there are any real benefits to be derived
from the reorganization of existing trade functions as
proposed in Option 3. Indeed, there may be real drawbacks:

° There are many existing agencies and departments
" that have and, even after the proposed reorganization,



will continue to have responsibilities in the field
of international trade; e.g., State, Treasury,
Agriculture and STR. This proposal will not funda-
mentally affect the contours of these agencies and
hence will not eliminate the need for extensive
coordination on trade matters among these agencies.

Option 3 does not make for a credible Department
of Trade since it places selected trade functions
in a Department that will be dominated by domestic
business interests. The concern for domestic
business development will present unavoidable
conflicts for the development of a sound trade
policy.

Eximbank's unique financing role and position in

the private market will be jeopardized if it is
placed within a Department that administers a

variety of programs and that lacks the clear focus
enjoyed by Eximbank today. Moreover, the existing
collaborative efforts between Eximbank and the
several agencies and Departments involved in trade
policy may be disrupted if Eximbank ceases to be an
independent agency and becomes part of one department.

\

Robert Carswéll



THE TREASURY DEPARTMENT HAD NO COMMENTS ON' THE
DRAFT DECISION MEMORANDUM, BEYOND COMMENTS MADE

ON. THE INFORMATION MEMORANDUM. THEY ADDED,

HOWEVER, THAT THEY SUPPORT CONSOLIDATION OF ECONOMIC
DEVELOPMENT PROGRAMS.




THE SECRETARY OF THE TREASURY:
WASHINGTON 20220 : ‘44,.‘7 . \0

January 3, 1979: F AZ,;

MEMORANDUM FOR THE HONORABLE JAMES T. MCINTYRE, Jﬁﬁ%ﬂ
- DIRECTOR, OFFICE OF MANAGEMENT G
AND BUDGET

Subject: 1979 Reorganization Agenda

The following are brief comments on your Reorgani-
zation 1979 memorandum received December 27, 1978.

Developmental Assistance

In our view, the OMB reorganization options in

this. area obviate the need for a development bank as.

a separate statutory agency -- whether in a reorganized
HUD or Commerce. Existing statutes can be revised to
provide and reposition the financing tools included in

the previously proposed Bank legislation. Indeed, a new

- entity would be inconsistent with the purpose of reorgani-
zation.. . . ‘ .

The options do not explicitly differentiate between
agency overlap and program overlap. Treasury's work on
the development bank left us with the impression that
there are serious overlaps and confusion of both types.
Thus, we would suggest that if there is a decision to
proceed with any of the options, both a reorganization
plan and statutory changes in programs are indicated.

Treasury has no position on the options concerning
departmental location for a reorganized economic develop-
ment program.

Trade and Commerce

We have three comments with respect to this proposal:

1. The paper does not provide an adequate basis for
a conclusion that reorganization will facilitate better
formulation and implementation of trade policy. It concludes
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that because elements of trade policy are: clearly conducted
by a: number of different agencies;, the situation would
improve if some or all of those functions were consolidated
under a single Cabinet-level officer. While this may

- prove to be: the result for those trade related functions

that are consolidated under the new agency, it is plainly
not possible to consolidate all trade related functions
under that agency. For instance, economic issues will
continue to be of concern to the Department of State in its
overall conduct of foreign relations; through international
monetary responsibilities, tax policy and treaty issues,
Treasury will necessarily continue to be deeply involved

in trade policy; Agriculture will presumably continue to
have a primary responsibility for what has been at least
one quarter of our exports; and environmental and other
regulatory functions will also continue to intrude on :
trade policy. ' Thus the proposed consolidation will not do
away with the: necessity for coordinating mechanisms to- deal
with issues beyond the scope of a new Department. That
being the case, it is important to focus on exactly what -
limited improvements could be achieved through a limited
consolidation. We are uncertain what those will be.

- 2.. On a more parochial level, we are doubtful that.
either efficiency’or savings -- there is little or no
coordination issue in this area ~- will be achieved by
transferring the antidumping and countervailing duty
functions of this Department to-a new Department.
Historically, those  functions were placed at Treasury

(i) because the administrative work connected with these
programs is performed in the Customs Service (a Treasury
bureau) and (ii) because Congress apparently did not wish
to have an agency responsible for business and trade
interests also administering a program that might be in
conflict with or be unduly influenced by the agency's
constituency. We are doubtful that a new Department will
be able to administer effectively a program much of the
work of which must be done by a bureau in another Depart-
ment, and we would suggest that the  creation of a larger
staff and duplication in the new Department would seem in-
evitable.

Transferring the Customs Service to a new Department
would clearly not be feasible. The primary function of
that Bureau, the second oldest in the U.S. Government, is
to collect revenue (approximately $7 billion a year) and to

~ administer various law enforcement and regulatory programs.
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The ability to administer those programs belongs with an
agency like Treasury that has existing staff capability

in. those primary areas.

3. We are not certain what the reorganization would
do to improve the level of economic microanalysis in
the Government today. Basically, the Department of .
Commerce has the only capability in that area today,
and under any reorganization would continue to have the
only capability. Thus,reorganization would seem irrelevant
to the present situation. :

Robért Carswell
Acting Secretary







THE DEPUTY SECRETARY OF TRANSPORTATION
WASHINGTON, D.C. 20590

N 12 1919

Honorable James T. McIntyre, Jr.
Director

Office of Management and Budget
Washington, D. C. 20503

Dear Mr. McIntyre:

We appreciate the opportunity to comment on your latest reorganization
option related to development assistance programs.

Option 3 seems to offer a good compromise position which recognizes the
- needs of both the public and the private sector. However, we recommend
that Option 3 be amended, so that the Maritime Administration (MARAD),
presently in the Commerce Department, would be transferred to the

Department of Transportation.

With MARAD in the Department of Commerce, it is difficult for the
Secretary of Transportation to completely exercise his responsibility
to provide a totally integrated national and international transporta-
tion system. The transfer of MARAD to the Department of Transportation
would increase DOT's capability to initiate and effect Federal trans-
portation programs that would produce complementary water/truck/rail
transportation systems responsive to the Nation's needs. While we
recognize that MARAD subsidy programs could be perceived to relate to
trade and business development, we believe that these programs for the
development of the maritime industry should be more fully integrated with
the overall national transportation system.

To this end, we recommend the following changes be made in Option 3.
A second paragraph should be added at the top of page 2, as follows:

"with the transfer of Commerce programs to the two

new departments, the Maritime Administration (MARAD),

which is presently-housed in Commerce, should be trans-

ferred to the Department of Transportation (DOT).

This would fulfill the original concept of the DOT ‘
Act and substantially eliminate the remaining split

of transportation responsibilities within the

Executive Branch."
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The foregoing amendment should also be reflected under Organizational
Changes on page 2. In the section which describes the Department of
Trade and Business Development, the listing of Commerce programs
absorbed should include this ending:

". and the Maritime Administration, which would go to
the Department of Transportation."

For clarification, our recommended changeb are marked on the enclosed
.copy of your proposal.

Please contact me if yOU'have‘ahy questions or wish to discuss our
comments further.

Sincerely,

® A OsetEl

2lan Butchman

Enclosure



EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20803

. - JAN 11 1975

MEMORANDUM FOR THE SECRETARY OF AGRICULTURE ' 7

THE SECRETARY OF COMMERCE

THE SECRETARY OF DEFENSE

THE SECRFTARY OF ENERGY

THE SECRITAPY OF THE ARMY

THE SECRETAYY OF HEALTH, EDUCATION
AND WELFARE

THE SECRETARY OF HOUSING AND URBAN
DEVELOPMENT

THE SECRETARY OF INTERIOR

THE ATTORNEY GENERAL

THE SECREITARY OF LABOR

THE SECRETARY OF STATE

THE SECRETARY OF THE TREASURY

/zﬂs SECRETARY OF TRANSPORTATION

THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

THE ADMINISTRATOR OF VETERANS AFFAIRS

THE ADMINISTRATOR OF THE ENVIRONMENTAL
PROTECTION AGENCY _

THE DIRECTOR OF THE COMMUNITY SERVICES
ADMINISTRATION

THE ADMINISTRATOR OF THE SMALL BUSINESS
ADMINISTRATION A

THE CHAIRMAN OF THE WATER RESOURCES COUNCIL

THE CHAIRMAN OF THE INTERNATIONAL TRADE
COMMISSION

THE PRESIDENT OF THE EXPORT-IMPORT BANK

THE CHAIRMAN OF THE COUNCIL ON
ENVIRONMENTAL QUALITY

THE PRESIDENT OF THE OVERSEAS PRIVATE
INVESTMENT CORPORATION

FROM: James T. MciIntyre, Jr.

SUBJECT: Additional Reorganization Option

Would you please review and give me your comments on the
attached additional reorganlzatlon option. 1In order that
we can reflect your position in the final memorandum to
the President, plecase forward your comments by CLOSE OF
BUSIKESS, FRIDAY, JANUARY 12.
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Option 3. Consolidate development assistance to State
and local governments in @ Department of Development

8 Assistance and consolidate assistance tO0 business in & .

>, -

Department of Trade and Business Development.

' This alternative would incorporate those parts of optioﬁ

L 4

1 aimed at bringing together in one Department those J
Federal assistance programs directed to strengthening the
public sector's development capacity at the State and
local levels.

Under this alternative there would be also a consolidation
in one Department of those Federal assistance programs that
assist the private business community in export promotion
and financing, business development, technology utilization
and economic analysis.

This option therefore places Federal development assistance
for the public sector in one Department and Federal assistanc:
for the private sector in another Department. Thus, clear
lines of authority and responsibilities would be created

that can be understood by the general public, the private
sector, and State and local governments.

The Department of Trade and Business Development would

unite the Small Business Administration, National Development
Bank, other business loan programs and the Industry and Trade
Administration into a coordinated approach to business
development.

ThefExport-ImertrBank and Overseas Private Investment Corp-
oration (OPIC) provide financial and other assistance to
American companies operating overseas. These agencies,
combined with SBA, would bring together several functions
important to export promotion, including the Commerce and
SBA field office networks. These tools should permit the
Department to weld together positive groups of export
supporting activities that can foster meaningful improve-

ment in the U.S. competitive position abroad and result

in increased domestic employment and greater exports by
both small and large businesses.

A particular focus of the Department of Trade and Business
Development would be the growth of productivity and tech-
nology. The Department would continue to develop policies
in this area, through examination of Federal policies on
business taxation investment, patents, government procure-
ment, technology extension, rescarch and development.

%  The Secretary of the Department of Trade and Business
Development would replace the AID Administrator as Chair
of the Board of Directors of OPIC and will provide
policy guidance as one of the 3 directors of Eximbank.



This alternative would build on the existing Departments
of Housing and Urban Development 2nd Commerce. These
agenc1es would be reorganized, realigned and their pro-
grams supplemented to bring about strengthened capacities
to assist the public and private sectors in meeting the
nation's development challenges.

> e AdaA Mew g b

® Organizational Changes

The Department of Development Assistance would
absorb the following Federal program responsibilities:

Current Agency Programs
HUD All programs
Commerce Economic Development Adminis-

tration of public works grants
and loans, and planning and
technical assistance (Titles
I, I11, 1V, and IX); Title V
Regional Commissions

Agriculture . FrHA Community Deveiopment
Program (non-farm, non-housing)
‘ The Department of Trade and Business Development would
absorb the following Federal program responsibilities:
Current Agency Prograns
Commerce All programs, except for those

portions of the EDA program

and the Title V Commissions

which -- as noted above --

would go to the new Department

of Development Assistance (o A

Ve . T U S T ;_?4..,94, LT
. < 2' LY N i/-'\\.t' xe4 ;Z e e AT T
Small Business All programs .

Administration

National Development All grants and loans to private
Bank sector

Farmers Home Business and Industrial loan
Administration program

Export-Import Bank All activities

Overseas Private All activities .
Investment Corporation _
CSA Community Development corporations

Exhibits VIII and 1X depict the transfer of resources
and personnel associated with this option.
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EXHIBIT IX

DEPARTAHENT OF TRADE AND
BUSINLSS DEVELOPMENT
BUDGET AND EMPLOYMENT

BUDGET® AND LOAN AUTNORITY BY SOURCE

* R

Commener © \
3.4 82,104 (BA)
$4)7(LA-EDA)

83,428 (ia)

TRADL ANP BUSINLSS

DEVELOMMENT
$7044 (BA)
$9157 (LA)
84,896 (Other)
{(after
.transfers)
1217
820,000 ‘
PATIONAL cSa
DEVILOPHERY $198
BANK i R
OVERSLAS PRIVATL $BA
©1979 BUDCET AUTHORITY INVLSTMLNT CORP. $981
$4626 (LA)

PERMANENT POSITIONS BY SOURCE

DEPAPTHERY
or
COMMERCE

381 210 !

TRADL AND BUSINE

oUsD OEVILOMENT

A

82,300 33,658
{efter
transfers)

£IPORT-IMPORT
BANK

OVIRSEAS PRIVATE
INVESTMENT cORP,

1

NAT1OKAL
CSh DEVELOPRINT
1,008 BANK




s

. . . ..
cae w wmede @t St SYSPT W

.
- o

[P S R A R N ST S " it SIS T W wes

Advantages

3

This option would permit the consolidation of public
development programs for planning assistance, economic
development public sector assistance and community

development facilities and artxvities in the Department_

of Development Assistance. . ses "  Economic
Development Business loans would be consolzdated in the
Department of Trade and Business Development.

Including all business developmant programs in a strengthened

Department of Trade and Business Development would insure

a more coordinated and integrated approach toward the
private sector -- on both a sectoral and place specific
basis.

This obviates the argument some advance that business
assistance could be subordinated to housing and community
development in a Department built around HUD.

Placing business development assistance and public
development assistance in different departments might
increcase business confidence in working with a Federal
Government agency focused on solving basic business
economic problems.

Placing the proposed National Development Bank in a Depart-
ment with an orientation toward the private sector should
ensure coordinated management of Federal loan funds,

and more emphasis on business assistance.

Placing the SBA in this new department will ensure that
small business has an effective advocate and a vital role
in solving our trade and other economic problems. For
the first time, small business concerns would be articu-
lated in Federal economic policymaking.

The new Department of Trade and Business Development would
also bring together major Federal programs designed to
provide specialized management, technical, and procurement
assistance to minority businesses.

Consolidating export financing and business development
functions would permit the implementation of a coordinated
policy. Growing recognition of the interdependence of our
domestic and international economic problems crcates a
real need for a more integrated and better focused economic
analysis and policy development capability aimed at
improving the ability of business to adjust to changing
economic circumstances. This would be a significant

first step in that direction.

Equipping a single Cabinet Dcpartment with a critical core
of development tools and programs to assist multi-State,
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State and local units of governments will upgrade develop-
ment as a focus of Federal policy and improve development
partnerships with State and local governments. By clari-

‘. fying authorities and responsibilities for Federal

development assistance, this option would make Federal BT

development efforts more understandable and accountable.

Locating urban and rural development programs in a single
department will reduce gaps and inequities and permit the
establishment of coherent balanced Federal development
policy while preserving the possibility of variations in
urban and rural development programming.

By providing State and local governments with one stop
for development assistance and one stop for business loans,
this option will improve program coordination and will
permit significant program consolidation. It will also
improve Federal responsiveness to local strategies.

This alternative would simplify the Federal planning
assistance programs and more closely tie them to develop-
ment funding decisions.

Federal-level consolidation will help reduce fragmentation
at State and local levels.

This structural change will permit program reforms to
create consolidated development grant programs, simplified
planning programs and a streamlined rural community
facilities program comparable to the existing urban progran.

This proposal permits better use of program monies and
will reduce administrative costs at Federal, State and
local levels and make better use of scarce Federal and
local technical staffs. Total Federal savings from all
sources (administrative, program consolidation, and
changes in program policies and administration) will be

approximately $40 million annually.

This option will strengthen the analytical foundation for
subnational development decisions and create the capacity
to anticipate development problems and opportunities,

s .
L - -

This option will facilitate the use of housing programs

as an integral part of the development process in urban areas.

This option presents a clear and understandable division
of authorities between programs directed at assisting
development activities of the public sector and those
of the private sector. This public/private allocation of
authorities and responsibilities presents a rational and
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3. ) coherent theme for the reorganization. This is a theme
- that can easily be explained to and understood by the
general public, the Congress, mayors and governors and

- the private sector. ) C
l{; © wweT=pisadvantages
B ' ‘ .
’ .. Additional efforts would be necessary to coordinate plan~

: ning activities in a new Department of Development
%:-+-_ . ... . Assistance to ensure their consistency with the private

~-— sector business investment decisions.
PO -
Yo -,'~—<=--Some argue that the focus on distressed communities could
el - .get subordinated to general business promotion.
e D@ o @ e
Sl . The purposes and uses of both public and private economic
T development programs are often the same. Some of the

' assistance provided through public entities goes to

v business in the form of revolving loan funds, business

* structures and related facilities.

‘ :

. Principal responsibility for implementing economic

i development policy would still be split between two

i departments -~ policies and approaches could differ
significantly.

. Some argue that the objectives of the ED business loan
programs are more closely releted to ED public sector
programs than to trade and general business programs.

3 When public facilities assistance and business assistance

! need to be packaged, as is often the case, it will be

H necessary to go to two separate departments. This can

A ~hinder public and private partnerships locally.

[
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THE DEPUTY SECRETAR_Y‘ OF TRANSPORTATION‘_- |
WASHINGTON, D.C. 20590"

JAN8I979

‘ Hono@‘le‘:lames T.-McIntyre, Jr.
Director

. Office-of Management and Budget
Washington, D. C. 20503

Dear Mr. McIntyre:

" We have reviewed the reorganization draft decis"ion memorandum .
dated January S5, 1979, and have the following comments::

Page 6, paragraph 4, briefly outlines an option which we strongly
believe has considerable merit. The brevity of the data, however,
precludes: the President from seriously considering the propsal to:
establish a single point of accountability for policy and planning
for our nation's inland waterways. This proposal, which is also
supported by the Council on:Envirommental Quality (CEQ) is not even.
offered to the President as a. potential action in the Decision
section on page 1l. We, therefore, request that a more: balanced

description of the option in: paragraph 4, page 6 be presented as .
follows:

" Delete the Iast. sentence and replace it with,

"This sub~option requires the transfer of expertise
from the Corps of Engineers to DOT. Approximately
$10 million and 40 personnel would be transferred.
The Secretary of Transportation should be assigned a
controlling: role: for any navigation project that
would significantly extend or expand the present
water transportation system.™

The change would ensure that major navigation—related public works
projects would be tested against sound economic standards; '
against overall transportation system requirements; and would permit
trade~offs between water, highway and rail systems.. Major projects
would be decided, based on principal navigation benefits and not
ancilliary consmeratmns. Increased cost-effectiveness of
waterway projects and. the overall transportation- system should:
result..

The above change would provide a more complete package for the
Pres1dent, thus avoiding the need for him to address the problem
agam in the near future.

“. We also request that our comments as reflected on page 10 be
- - revised to the followmg



"Transportation, like CBEQ, recommends: that federal
inland waterway policy and planning. can best be

- accomplished by consolidating this responsibility S
within DOT. This will enable the Federal Government. .
to assess the tradeoffs of all transportation : -
options--rail, highway, pipeline and waterway—to Lo
ensure the maximum utility of federal investments.™

We also recommend: that this option be reflected in the Decision section
of the Department of Natural Resources (page 11). : ,

We also note that our comments regarding the Department of Oceans and
Atmosphere (page 9) and a broader Department of Development Assistance
(page 23) were not. included in the Agency Comment summaries. We request
our concerns be reflected in the  final decision memorandum.

We thank you for the opportunity to comment on this important document
and we are available to dlSCUSS these issues if you have any additional
questions..

Sincerely,

Al Rt

Alan: Butchman
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Honorable James T. McIntyre, Jr.

Director, Office of Management
and Budget

Dear Mr'. M‘cIntyre:J

This responds to your memorandum requesting comments on the major
items: in the draft 1979 reorganization agenda. Based on our
review and analysis of the reorganization proposals we heartily
support the agenda. In addition we request consideration of
several reorganization options developed by this Department.
Following are our comments and a summary of our proposal.

Draft 1979 Agenda

The' proposed Department of Natural Resources (DNR) would assume

a major responsibility in the area of water policy. Water is
beyond a doubt a key natural resource; it is also. a medium for
transportation. As such we suggest that DNR responsibilities.
be carefully defined to recognize  and coordinate with the Depart-
ment of Transportation's (DOT) responsibilities in this area.

For example, under the DNR proposal certain civil works functions,
including preconstruction planning of waterway projects, would be
transferred from the Corps of Engineers. Given the impact of many
waterway projects on other transportation modes such as rail and
trucking, it is important that this Department be assigned the
controlling role on any projects. involving the significant
extension of the existing navigation system or its capacity for
handling commercial traffic. We request, therefore, that a
specific provision be made for this role by transferring the
‘related Corps of Engineers resources to the Department of
Transportation. _ '

Among’ the options proposed as an alternative to the Department of

Natural Resources was the establishment of a Department of Oceans

: and Atmosphere which would include- the National Oceanic and

Atmospheric Administration (NOAA), the Maritime Administration

(MARAD) and the United States Coast Guard. We strongly suggest
that this option not be presented to the President as a viable
altermative. The U.S. Coast Guard and MARAD are transportation.
organizations whose primary missions are not germane to natural
resources management. :




With respect to the proposal to establish the Department of
Development Assistance (DDA), we are interested in the program-
matic changes identified on page 15 which mention the- possible
partial replacement of transportation planning requ1renents. The.
pPlanning stage as relates to transportatlon has major implications
far beyond the focus of econcmic development of urban: areas and,
therefore, no changes should be considered without extensive
discussions with representatives of this Department and its.
constituents.

Similarly, one of the alternatives to DDA included highway and
transit programs. Again we suggest a: fundamental error was made
in even considering moving selected transportatlon programs. or
functions out of a transportation environment. The very basis

- for establishing a DOT was the need to consider transportation as
- a single integrated network. Because of the major role played by
transportation  across: a. broad spectrum of national[priox:ities;
€.g., energy conservation, environment, economic development,
‘etc., it is mportant that transportation be- cons1dered as a
primary function in its own right..

Transportation Options

We: note that no mention: is made of the transportation reorgani- :
zation options which we have discussed extensively with Mr. Harrison
- Wellford and his. staff. Our proposal, which we believe will allow
more effective management of the national transportatlon system,
includes the following features:

Establishment of the Surface"‘l‘ransportation Administration

We. propose to consolidate- two Department of Transportation
organizations, the Federal Highway Administration and the
Urban Mass Transportation Administration, whose combined program.
levels and staff total over $11 billion and 5,500 employees.
Consolidation of these two organizations into a Surface Transpor-
tation Administration would integrate DOT's public transportation
" and highway programs, provide for more efficient and effective
administration of these programs, and increase the ability to
use professional personnel in the problem areas where they are.
most needed..

. Transfer of the Maritime Administration to DOT'

- The Maritime Administration, a Department of Commerce agency
- responsible for promotion and subsidy of United States maritime

- shipping, was not included in the 1966 consolidation of transpor-
" tation functions because of a last minute compromise to assure
passage of the DOT Act. With the split of responsibilities for -
water transportation programs between Department of Commerce
(MARAD) and DOT, Federal programs in this area, which should be
complementary, are developed and executed in a vacuum, leading
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THE SPECIAL REPRESENTATIVE FOR
TRADE NEGOTIATIONS

WASHINGTON

JAk 12 5/9
MEMORANDUM
TO : Jim McIntyre, Jr.
)
FROM : Robert S. Straussj|

SUBJECT: Reorganization

I personally have not had the opportunity to review

your reorganization options but my staff has gone

over them quickly and offers the following observa-

tions: (1) the thrust of a couple of options toward
enhancing the government's trade policy and administra-
tion programs could be helpful to us in selling our

trade. agreements on the Hill; (2) consolidation of selected
trade functions could assure that the opportunities provided
by those trade agreements will be aggresively pursued by
the government; and (3) none of the options appear at first
glance to be adeguately developed for final decision.
Further work should be done before final judgment is made.



' THE OFFICE OF THE SPECIAL TRADE REPRESENTATIVE HAD
NO_FURTHER COMMENTS, BEYOND THOSE MADE ON _THE INFORMATION
MEMORANDUM — V |




" Comments from Vince Clephas,. Special Trade Rep. office

Be stated that he had met with Wellford and Eric Hirschhorn and

had gone over the individual comments. before the paper came cut. He
felt that the caments they lad made that day was the reason that
no decision had yet been made on the Department of Commerce..

Also had this comments

"That while we- feel that a number of functions could and should
be added to Commerce, whether it is restructured or not. That
there will remain the need for an independent trade arm of the
White House to serve as an arbitor between the Cabinet Departments.™

They will not submit a written comment.






VETERANS ADMINISTRATION
OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS
WASHINGTON, D.C. 20420

January 15, 1979

The Honorable

James T. McIntyre, Jr.

Director, Office of Management
and Budget

Executive Office of the President

Washington, D.C. 20503

Dear Jim:
This letter is in response to the additional option

to the proposed 1979 reorganization as contained in your
memorandum of January 11, 1979,

This agency has no substantive comments to make
regarding this option.

Thank you for the opportunity to address this issue.

LELAND
Admlnlstrator
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NO: COMMENTS WERE RECEIVED FROM THE VETERANS
ADMINISTRATION ON THE DRAFT DECISION MEMORANDUM




VETERANS ADMINISTRATION

OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS

WASHINGTON, D.C. 20420
January 5, 1979

The Honorable: .

James T, MclIntyre, Jr.

Director, Office of Management .

- and Budget

Executive Office of the President
Washington, D.C. 20503

Dear Jim:

This letter is in response to. your lnformatlon
memorandum, concernlng the 1979 reorganization.

This agency has no: substantive changes to
recommend regarding the essential thrust of this document.

" In respect to the comment on page 22, paragraph
(c), we concur in the rationale which would exclude VA
‘housing programs from being: included in the proposed DDA..
The administration of the VA housing programs is inter-
~twined with a number of other components of the VA to the
extent that even if it were determined that the programs
should be incorporated into the proposed DDA, the latter
would, under‘existing law, have to depend on the VA for
numerous eligibility determinations. Moreover, there is
a strong belief that the VA should be a "one stop agency"
for all VA benefits. .

. The VA housing program, in the eyes of most knowl-
edgeable people, has been a very successful program, eff1c1ent1y
operated at minimum cost in relation to the good it has done,
and continues to do; e.g., over ten million veterans have
obtained VA home loans totaling over $154 billion. Losses

have been relatively minimal. Consequently, any attempt to.
disturb the present organizational structure would, in our
view, be undesirable as well as unfeasible.

: Thank you~forfthe'opportun1ty to comment on the
proposed reorganization. I look forward to the improvements
that thls effort will bring about. :

Sincerely,

D VAR

] LAND
Adm;nlstrator
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NO COMMENTS WERE RECEIVED FROM THE ENVIRONMENTAL PROTECTION

AGENCY ON THE ADDITIONAL REORGANIZATION OPTION.
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UNITED STATES ENVIRONMENTAL PROTECTION AGENCY
WASHINGTON, D.C. 20460

(<

. AN 9979 .
A THE ADMINISTRATOR
i3 ~ MEMORANDUM
5} " TO: The Honorable James T. McIntyr 2, JEo
Director

[
s

‘Office of Management and Budget

SUBJECT: Reorganization Draft Decision Memorandum

I have reviewed your January 5 draft decision memorandum
on Reorganization 1979. 1In general, I concur with your
Principal Alternative recommendation for Natural Resources.
It should help to bring a better balance and much-needed

;7 ~consistency to natural resource policy decisions. However,
i I would like to note one area of particular concern to me
and make a couple suggestions which I believe will 1mprove
the document to be presented to the President.

' ‘ Our primary concern is the treatment of the Corps of

o ‘Engineers' statutory responsibility (held jointly with EPA)

to administer Section 404 of the Clean Water Act (the dredge
and fill permit program). Although EPA retains final authorlty
under this program, most of the resources devoted to managing
it are located in the Corps. Exhibit III of the draft
decision memo shows all of the civilian budget authority

being transferred to the DNR. This would leave the Corps
without resources to manage their statutory responsibility.

If it is your intention for the Corps to retain this
responsibility, the decision document should identify the
necessary resources as part of the Corps budget. If you do .
not intend for the Corps to retain this function, I believe
that the total responsibility as well as the resources for
the program should be transferred to EPA. Such a transfer
would focus this environmental protection program and provide
an opportunity to improve the permitting process by combining
it with EPA's Consolidated Environmental Permit System,
which is now under development. In either case, it is
extremely important that the appropriate resources continue
to be prov1ded to the responsible organ12at1on.




~
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In addition to noting our concern over the Section 404
program, I would like to make a couple general suggestions:

& -
;; ©. ®&he memo could be strengthened by addlng a
"discussion of the expected reactions from key
&tate, local and Congressional actors;

° Exhibit I could be improved by adding
"environmentalists™ to the list of clients for
natural resource programs.

I appreclate this. opportunlty > 1 jomme'

on the draft
memorandum.. ?

==
>

HE



NO COMMENTS WERE RECEIVED FROM THE ENVIRONMENTAL
' PROTECTION AGENCY ON THE CABINET INFORMATION MEMO
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COmmunity WASHINGTON, D.C. 20506 Qi
Services Administration

January 13, 1979

MEMORANDUM FOR THE PRESIDENT

FROM GRACIELA (GRACE) OLIVAREZ J&

In anticipation of your meeting Monday with the four Cabinet
Secretaries affected by the development assistance reorganization
options, I am submitting my views on the matter.

I have participated in the reorganization process over the past
two years, and I have carefully reviewed the three development
assistance éptions. I have consistently made clear my strong
opposition to the transfer of the Title VII Community Economic
Development Program to any agency or department whose primary mission -
is not the poor.

Let me highlight for you the reasons for my opposition:

This Admlnlstratlon came to CSA to put back together the remmants
of the government's anti-poverty program, and we are succeedlng
Congress has recognlzed the Administration's efforts in its
oversight reports and in a new, three year authorlzatlon for all
of this Agency's programs.

It has taken two years of very hard work, and your support on
most issues, to reassure the poverty community and our 1500
grantees that, although this Administration would be very tough
on fraud and abuse and would insist on significant organizational
and management improvements, we would not resume the dismantling
of the anti-poverty program begun in the previous administration.

Past experience with the transfer of anti-poverty programs has
demonstrated that they are often ignored, diluted, mismanaged or
simply lost in the bureaucracy after they are transferred

Following upon last year's low-income home weatherization program
transfer to the Department of Energy, which generated a strong
anti-Administration response in the poverty community - as well as
Congressional opposition, this recommendation to transfer the
Community Economic Development Program would confirm constituency
fears and be perceived as the second step in the renewed
dismantling process.
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The Title VII Program has proven effective in developing community-
based capabilities which have successfully integrated public

and private sector economic development resources in distressed
urban and rural poverty communities. To bury this unique capability
in a giant federal department pursuing macro-economic business
development strategies would be a serious mistake and would offer
little hope for distressed low-income and minority communities.

I do not oppose reorganization. On the contrary, I have spent fifteen
painful months reorganizing this Agency and have actively contributed
to the Human Service Reorganization Project, which would directly
affect all of our programs. I am dismayed, however, at the naive
assumption that putting everything '"under one roof" automatically
insures efficiency and effectiveness for the benefit of all.

I am attaching, for your information, a more detailed programmatic
response to reorganlzatlon option three wh1ch has been sent to
Director McIntyre

I talked with Director McIntyre today and he has agreed to discuss
my concerns with you. I am, of course, prepared to discuss them

- with you directly, if necessary.

Enclosure



Commumty WASHINGTON, D.C. 20506
Services Administration

January 12, 1979

MEMORANDUM FOR: James T. McIntyre, Jr.
Director
Office of Management and Budget

FROM: Graciela (Gréce) Olivarez 16929
' Director
Community Services Administration

SUBJECT: Additional Reorganization Option

This option reflects a management decision to satisfy divergent
political and programmatic points of view by quantitatively
dividing responsibility for development into two segments, public
and large scale private business sector involvement. It still
does not reflect the necessary qualitative judgments required

to guarantee community involvement and it does not meet a
declared commitment of this Administration to Community Based
Economic Development.

In addition to the previous arguments raised by the CSA responses,
1 urge consideration of the following facts and issues:

Title VII includes elements of both of the two proposed
departments and is more comprehensive in its scope than
either. Title VII, therefore, cannot be placed in either of
the two new proposed agenciles without seriously violating
its basic purposes and strategy.

The CSA has worked with USDA, HUD, EDA and DOL to develop and
implement a set of inter-agency agreements which will in

fact generate significant activity in housing, physical
development, private sector employment and youth programs.
These agreements show that cooperation, simplification and
targetting can be effected without relocating the OED
programs. It is possible to insure continuation of this
cooperation through policy and legislative actions.
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The exercise of the A dninistration's will in bringing

about improved public (government based) and private sector
(business community-based) involvement and support of
Federally administered programs should not overlook the
importance of maintaining a visible and real commitment to the
communities' most impacted residents. This is best served

by taking advantage of the progress made in developing the
CDC as a comprehensive community-based vehicle to deliver
social and developmental services. ’

The CSA position is that only casual reference to this
commitment is reflected in all of the options. It is still
urged, that consideration be given to enhancing the Title VII
program through several available options. These include:
(a) activating the loan authority specified in Part C of
the existing legislation; (b) moving the SBA 501 and 502
portions to the Agency; and (c) utilizing the executive
authority which established the OMBE program to effect
necessary technical assistance services but for community-
based low-income groups as opposed to individuals of all
income levels.

The CSA is willing to 1dent1fy the 40 counties, 75 cities and
20 state governments which have already requested legal and
technical assistance with respect to establishing community-
based economic development programs based on the Title VII
CDC model. This argument is further supported by our joint
effort with the Conference of Mayors.

The Agency has carefully studied the potential of converting
other CBOs to the CDC model. At present we are preparing
budget, legislative and programmatic policies for your
consideration which will systematically provide a process for
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involving selected CAA's and other CBOs to the concept of
generating and targetting public and private investments into
critically impacted neighborhoods and economically
disadvantaged rural areas. :

The CSA emphatically opposes the inclusion of the Title VII
program in the proposed separation of economic development into
public sector activities which would be the responsibility of
HUD, and private sector activities which would fall under the
jurisdiction of Commerce. The CDCs are community-based
organizations which are able to attract, manage and invest both
private and public sector monies at the micro level. They serve
a unique purpose and are to be distinguished from other economic
development organizations in that they combine successfully the
achievement of both social and economic goals at the community
level. Any transfer to exclusively private or public sector
assistance programs would destroy the unique and crucial role
played by the €CDCs.

While we recognize and support the effort to effect more
efficient and effective use of scarce resources, we urge the
careful and specific (not casual) recognition of the need to
include minority and low-income needs in any major policy
development. Given the management improvements and revitali-
zation of the OED in the past two years, the CSA is the logical.
and most effective Agency to execute this effort.

The ability of the Administration to require aceountability and
enforce stewardship of funds approprlated for the CSA Title VII
program is obvious. The cooperation, progress and improvement
in the Title VII program administration is also evident.
Whereas there is a legitimate administrative justification for
transferring the other programs, i.e., efficiency, eliminations,
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duplication overlap, waste and inefficiency; careful analysis
will indicate there are no organizational or management
‘benefits to be derived from transferring the Title VII program.
In point of fact the opposite is true, since by remaining

with CSA the program could retain the autonomy and flexibility
which are essential if not indispensable to its performance.

We again urge you to not include the Title VII program in this
effort, but rather guarantee, through major policy and

legislative guidance, the access to and cooperative use of the |
appropriate resources available in the new organizations.

Enclosure



Community WASHINGTON, D.C. 20506 % |
Services Administration B‘E
January 13, 1979

MEMORANDUM FOR THE PRESIDENT -

FROM GRACIELA (GRACE) OLIVAREZ ‘4259

'In anticipation of your meeting Monday with the four Cabinet

Secretaries affected by the development assistance reorganization
options, I am submitting my views on the matter.

I have participated in the reorganization process over the past

two years, and I have carefully reviewed the three development
assistance options. I have consistently made clear my strong
opposition to the transfer of the Title VII Community Economic
Development Program to any agency or department whose primary mission
is not the poor. :

Let me highlight for you the reasons for my opposition:

. - This Administration came to CSA to put back together the remnants
of the government's anti-poverty program, and we are succeeding.
Congress has recognized the Administration's efforts in its
oversight reports and in a new, three year authorization for all
of this Agency's programs.

It has taken two years of very hard work, and your support on
most issues, to reassure the poverty community and our 1500
grantees that, although this Administration would be very tough
on fraud and abuse, and would insist on significant organizational
and management improvements, we would not resume the dismantling
of the anti-poverty program begun in the previous administration.

Past experience with the transfer of anti-poverty programs has
demonstrated that they are often ignored, diluted, mismanaged or
simply lost in the bureaucracy after they are transferred.

Following upon last year's low-income home weatherization program
transfer to the Department of Energy, which generated a strong
anti-Administration response in the poverty community - as well as
Congressional opposition, this recommendation to transfer the
Community Economic Development Program would confirm constituency
fears and be perceived as the second step in the renewed
dismantling process.
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. The Title VII Program has proven effective in developing community-
based capabilities which have successfully integrated public
and private sector economic development resources in distressed
urban and rural poverty communities. To bury this unique capabilit;
in a giant federal department pursuing macro-economic business
development strategies would be a serious mistake and would offer
little hope for distressed low-income and minority communities.

I do not oppose reorganization. ©On the contrary, I have spent fifteen
painful months reorganizing this Agency and have actively contributed
to the Human Service Reorganization Project, which would directly
affect all of our programs. I am dismayed, however, at the naive
assumption that putting everything 'under one roof" automatically
insures efficiency and effectiveness for the benefit of all.

I am attaching, for your information, a more detailed programmatic
response to reorganization option three, which has been sent to
Director McIntyre.

I talked with Director McIntyre today and he has agreed to discuss

my concerns with you. I am, of course, prepared to discuss them
with you directly, if necessary.

Enclosure



Community ' WASHINGTON, D.C. 20506, ﬁvi'
Scrwccs Admzmstra txon

| “*“ Jamuary 8, 1979

Honorable James- T.. McIntyre, Jr..
Director

Executive Office of the President
Office of Management and Budget
Washington, D.C. 20503

Dear Director McIntyre:

On Friday evening, I received and reviewed the Jamiary 5, 1979
revised draft of a decision memorandum for the President regarding
Federal development assistance programs.

As: stated in the revised draft, CSA does. support generally the
. analysis and recommendations of the Office of Management and
Budget Development. Assistance. However, the two line staff

- of the CSA response to the President's: Reorganization
Project Staff memorandum is entirely inadequate to comvey to
the President the important program, policy and political
arguments against the transfer of the Commmity Economic

Development Program out of the Anti-Poverty Agency.

The President must be advised of these arguments if he is to make
- an mformed judgement on this issue.

I will highlight, for your consideration, the concemns. which I
raised in my Jarmary 4, 1979 memorandum to the Office of Management
and Budget Deputy: Associate Director Lester Salamon.

o: The proposed Federal. development assistance strategies:
focus almost exclusively on public and private sector
activities and lack any recognizable focus on the: poor-
and minorities - to the point where these groups appear
to have been overlooked.

o A Federal development assistance: strategy which fails to
account for resident participation is critically deficient.

o The proposed strategies lack a commitment to developing
commmnity-based organizations to undertake commmity and
economic development.
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separate, canprehens:.ve, coordmated and well mamaged
commm:.ty—based economic development program is needed
and should be reorganized into CSA to include loan opera-
tions. and technical assistance in addition to existing
Title VII activities. Responsibility for establishing
developing and monitoring commmi ty-based organizations
- in: economic: development should be consolidated within CSA.

o The potential.polltlcal impact of a reconmendatmn by the

President to transfer the Title VII Program out of the
Anti-Poverty Agency must be understood. It will be
perceived by many in the poverty commmity as a ''signal’’
that the dismantling of the Anti-Poverty Program has
begun anew. Congressional supporters of a separate
anti-poverty economic development program believe that
CSA should murture and develop poverty commnity organiza-
tions and their economic development capacity and that
this commitment would be lost in a large new agency.
Their opposition to the transfer of this small but
important anti-poverty program could create significant
political and legislative problems for the muilti-billion.
~ dollar reorganization proposal.

I lmgee you to. consider these concerns and 'advisé the President
accordingly before a decision is made on the: recommendation to
transfer the Commmity Economic Development Program.

I am prepared to make these arguments to you and the President
directly, if necessary. I would be happy to provide any further
information you. may require.

Graciela. (Grace) Olivarez ¢ '
Director:
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MEMORANDUM FOR: Lester Salamon e S
: Deputy Asscciate Director - Eo
- for Organizational Studies : _ %
~ Office of Management and Budget : , (29\ ‘
FROM:: ’Grac:.ela (Grace) 011varez J ' B '
, Director
PO AP S BT Ccmmumty Services Adnmistrat:.on |
S SUBJIIT:: Staff AnalySJ.s on Reorganization oquevelopnent
TR T T e e S L T e Assistance Programs. ) s ;

This. memorandum- presents the CSA staff analysis of the reorganization .
options and recammendations. for Federal development’ assitance programs.,

- The analysis is based upon a careful review of needs and options and,
hopefully, will became a basis for further dlSCUSSlOﬂS between us: and
our respective staffs. ‘

_ “The CSA viewpoint is that the rationale for the new. 'De’partment is
S = .- - necessary, logical, and timely. The: CSA supports: the position: that .
- fragmentation imbalance and lack of cooperation prevent efficient
~and effective program development.

. ,- It is essential that the question= of including the CSA/OED in: the: mik
g of and existing programs to be canbined under a single Administration,

- - be addressed with a clear and definite understanidng of its impact on :
PSPPSR .., 1 eonstltuencynsewed.uWhﬂeu the PRP analysis-addresses-the-need -s<-«
a .. to. i0volve. and . sexve.batter.the. public sector {elected -GfficialS-and e --m - m

_._::.... _A_,_,h_.,_bgdles) and the private sector (business, banking and industry), it _ . . .
e does: not._adequately address. the. camitment .to developing. COMMUOA LY e e o
Based organizatxcns and. the- inclusion of the disadvantaged residents
TSI IT-ofranTarea’in.the” d’evelopnental assistance process.” .- .
Y .

oo e eI MeehER e T oo

_ T Furthemmore’, in ccnnum.ty-based econamic development, ‘the ‘scale is.
1 o different: neighborhood based and small by comparison; and the: approach
ST . is also different: the focus includes the concurrent developnent of .
ez people skills. and mstitut:.onal development. I e 1

P L
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With this as ba:hground, the CSA position is:. | . - 73:*‘-""57’.—.«?.--’-;1_-




.

| 1.. That a separate, canprehenswe, coordinated and well managed -

carmum.ty based: economic. developnent program is needed. Further,,
. given the progress and experience:of the CED, that Title VII
should: be expanded to- include not only grant, but technical
assistance and loan operations. The expanded unit should
remain with the Cammunity Services: Administration.

~ 2. m:: as gioups reach a measured level of 'mat:unty , they be

graduated to the new agency as partners in large scale .

wmn-.u s developments. .. This: would.occur as: they became .administrativersitexcc wimds
cﬁ-ﬂ’ma&m:rly-self-sdfmlmttand.ademonstrate campetence - in:smplementing:: s..war»‘_k.

-development plans. Until this point is reached, they will
. continue to have access to funds fram the new DDA to support

P

e """‘“‘“‘*“' e activities;’ art:hey‘dtr chitently." “By mandating cooperation =+ «-s-<etZ -2

-
3
‘ .
‘

from- the beginning and implementing policy supported overtly
by the: Pr:eszdent, th15 support. can be guaranteed and' improved.

. 3 'Ihat the: responsibihty for estabhshmg, developing and

monitoring:CBOs in econanic development be consolidated.
within the CSA under a national umbrella with a mandate
to establish inter-agency agreements.with other econamic-
developnent um.ts and Federal. programs

. To accanphsh thJ.s, the: PRP could examme and develop a process

which would. allow the logical cambination of staff and. funding to

achieve a two: tiered approach: the:large-scale effort directed at -
the private sector and local elected: officials; and a smaller effort
directed. toward ccmmunity based groups: who reside in the cmmum.t:.es

_in need..

i R e

TR RIS L e Rae e e L.

e . romarie . The. flrst “tier wouid;‘be acccnpl:.shed by consglldatmg withm the. JDA e e

e R iiilandenteie AL

- -— o

those programs that pramote: general and area-wide econanic develop-
meAt. The second tiér would consist of programs which aim to build =~ "
- the capacity of 16cil ¢comanity groups to:address developmental '

. "micro-level" development strategy in CSA working closely with DDa,
" which emphasizes local capacity-building, leveraging and coopera- . - . - -~
~‘tiom. A two—tiered approach permits broad-scale economic planning =~ . . - -
- .and mfrastruct:ure bu:.ldmg, while maintaining a camitment to local j

~—-needs.~ While~these~latter-programs—would remain- institutionally 4m —-—=ememn-

the CSA,. there would be- fommal. wordinatmg mechanisms. and linkages

"between them and’ the first €ier. 1In essence, this argues fora ~ = "~ '~

“macro~level" development strategy (represented by the: DDA) and a -



. ) »
L am—

- —'\

program-solvug, ccmnm:.ty—based planm.ng and mnova)tive solutions
' to the needs of spec:.al target populations

The Pres1dent1al Reorgam.zatmn has: done an excellen JOb of

- documenting the need: for bringing econamic and dommunity develoéent

programs: into a new Department: of Developmental\Assistance, but

: . it has failed to address adequately the role of cammunity based: BRI
it Mw.w{éﬁ.&qmuls. - Nowhere: in.the.docunent is .there:aidiscussion .of: how 4o i -:..‘..v—,cm
n.:s % «p&mxenclude- <the- disadvantaged -eitizens s=uthe:poor=and: mmdttes-which,-~~:&.; t.aesx

are a large: reason: for the need of the assistance — as partic:.pants s

" in. the econcmic ami ccmmumty develognent process

ua—.-..:ru.——-..o—u—..—--ua»-z-.._. G T T R i : Beaint et ..s..a.._._._n....—

N

,V The: reasons. ‘for the exclusmn are the same Mhmh make the -
- new: department. necessary fragmentation, narrow- ‘ocus, and' con~
- flicting redulations. In: the confusion caused by the varying

mandates, areas of responsibility and focus, the various

.. developmental assistance program have worked with existing
Cinstitutions .the public and private sectors, but have been
*unable to work with community-based groups. Nevertheless, the
. programs. have recognized the need for resident participation by
- mandating: advisory and planning groups. The lack of institutional

'Ihe Cmmumty Serv:.ces Mnmlstrm s_mandabe has been to focus

... us that comprehensive cammunity and economic development can be

self-sufficiency and sophistication by local, camunity-based. » ‘
groups, however, has made their participation token at best. Most -
programs, in. trying to:achieve: ﬂwumarﬂatecmldmtatthesame
time focus on‘building the institutional capacity necessary to make

the local residents: participation equal to that of the estab:.shed
mstltutloms

r——— - [

e e e ants .

on the poor and disadvantaged citizens.~ Our experience has taught

very successful where conmunit§=based organizations are full =~ =~ 7

_,_

. szam.es pnsxaer_ ,

T~ se——————partners with-the private-and-public-sectors———— — - —

-

" Cammunity-based groups, however, usually have a Social service
__orientation, rather.than a business orientation; and' their ability

- aN e wien

e Ly

MOXe, . uxi[il&aibusmess and_local

.:s:o develog .and.- execute- ccnmum.ty and econamnic develog'tent—prcgramsv-——-
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- mst:.tutlons whlch are capable of wm:kmg in partneréhxp with the
-~ -public and private-sectors. in economic: and camnunity developnent,
. rather than serving in: token, advisory gro require time,

- "intensive and carefully designed management stechnical assistance
- which: will transfer technology:and skills, ‘and ¢ rencemr\mning
' business: enterprises, and a developmental matur that will enable

them ‘to ber adnm:.strauvely selﬁ—suffm:.ent. L , R
5, e"i:sz!i""’r,ro'.ﬂ:a’~ B R 'E'eaéi‘al*aeVelopmental str&egy that; fail's“'

' i:o’?éé'o"m"t BOY ¢itiden pacticipation is'critically deficient.” If <+
- " the private, public, and community-based sectors are addressed S
R -thmugh a- two-tiered-approach;. the possibilities -for £apping, .. o waiviws i neca
T -caunumt.y talent — especially among. the dzsadvan‘taged and. _ o
o . minority populations: —.on behal £ of social and econam.c develop~ '
~:i7 .- -ment are significantly enhanced and the possxbx.lity of success of
-0 all develognental pmgtams is also greatly enhanced ,

, f-.'-'-'il-"mally, it 1s essent:.al that the potential pol:.tl.cal i.mpact of
" . .a recommendation by the President to: transfer the Title VII
_' Pr:ogram out of the: Anu-Poverty Agency be understood :

' No matter how well munded the orgam.zati.onal a:gtments support:l.ng;. :
-transfer, or how well intentioned the Administration attempts to-
. present itself, it will be perceived as a negative action in the ,
poverty cammunity. It will signal" to the poverty cammunity a: .-
resumption of the dismantling of the Anti-Poverty Programs. If : o
g ~ this: perceptmn becames. pervas:.ve, the political fallout for the
S ~~ President is obvious:. .

T o "I"‘ addition, Eha pEI’i“ti&al"ééristituency of the Program part:.cu-* - e g e

=== -- ~larly among key Senators,-is strong and vocal. --They have convincing. ... .s.-..
mrasse o= yoliticialy clegislative; and: ozgam.zational.ar.gunent for a-separate: -~=~ ynere
. : .Camunity .Economic. Development, Program under._the. Econamic Omottmity S
T T tTTTTTActand’ within' the Anti-Poverty Agency. ‘They, too.-believe that:-the: - "o
et se-weis oo Anti~Poverty Agency -needs.to-nurture and. develop poverty: COMMNALY « .~ . . e

. organizations and. their economic development capac:.ty so that these: R
- ... camunities can access available Federal econamic develomment resources - -
=== - _and establish an infrastructure for self reliance. Their opposluon o
~ -~ - to the transfer of this small anti~poverty program could cause . REESE
—~significant political and leglslatlve problems for the multi—billmn ST
' dollar proposal to. reorganize development assitance programs. -
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